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estimate 
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INCOME PRODUCTION EMPLOYMENT 


GNP at current prices 13261** 14970** 16797** 
GNP at constant (1965-66) prices*** 5301. N/A N/A 
Per capita GNP, current prices 

(Sept yr) 4267 4788 ‘ 5362* 
Plant and Equipment Investment (Mar yr) 3303** 3562** J 3815%** 
Personal Income (March yr) 12668 14495 : 16343** 
Indices: (Base 1965-66=1000) (March yr) 

Industrial Production 1642 1645* ‘ 1648* 

Average Labor Productivity L357 1160* “ 1165* 

Average Industrial Wage 1187 1362 - 1450* 
Labor Force (000's) (October) 1207 1217* = 1229* 
Average Unemployment Rate (%) (March) + 0.8 0.8* 2.3" 


MONEY AND PRICES 


Money Supply (March yr) (M1) ‘ 1797** 
Commercial Bank Overdraft Interest Rates 
(Sept yr) (%) ‘ : 8.6* 
Indices: (Base 1958=1000) 
Wholesale Price (Calendar yr) 3484** 
Retail Sales (Dec gtr 1974=1000) 
(March yr) 1200** 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves (Sept) 597 -1.4 
External Public Debt (March) 1511 +24.8 
Annual Debt Service (March yr) 335 £33.06 
Balance of Payments (Sept yr)tt -205 +97 
Balance of Trade (Sept yr) -183 +144 .6 
Exports FOB (June yr) 2403 SD ew 
US Share (June yr) 287 LI aS 
Imports CIF (June yr) 3022 +13 62 
US Share (June yr) 438 +10-6 


*Embassy Estimate **New Zealand Institute of Economic Research estimate 
***Official figures not yet available. Rate of inflation currently at 14.5% 
D.a. +Includes those on special work. ++Basic balance=Balance on current 
account plus long term capital. N/A Not yet available. 





SUMMARY 


New Zealand will continue to face economic difficulties 
in the coming year. Balance of payments problems will remain a 
prime concern of Government and public alike. Although the 
Government will continue the modest reflationary measures launched 
late last year, overall policy will continue to favor reduced 
domestic demand as a method of paring the overseas deficit. 
Although imports will continue to decline, opportunities for U.S. 
sales exist in high technology fields, particularly where the 
Government is a major purchaser. 


CURRENT ECONOMIC SITUATION AND TRENDS 


1977 Closes on a Pessimistic Note 


New Zealand's economic difficulties, as is the case in 
many other countries, are heavily influenced directly and 
indirectly by the explosive rise in energy costs during recent 
years. While, despite soaring oil bills, the country has been 
able to maintain a positive balance of trade, a rapidly 
expanding deficit on invisibles (rising transport costs due to 
fuel increases; debt service) has continued to place the external 
account under strain. Trade barriers overseas to increased 
sales of primary products have also been a major problem. 


The present National Government attempted to deal with 
the worsening balance of payments shortly after coming to power 
in 1975 by severely constraining domestic demand through tighter 
monetary and fiscal policy. This policy, in a country where a 
very high percentage of manufactured goods sold are directly or 
indirectly related to imports, had the desired effect of trimming 
the import bill substantially and the country's external deficit 
narrowed appreciably (see statistical table). 


Given standard leads and lags, it took until the third 
quarter of last year, however, before the full effect of the 
Government's measures was felt in the domestic economy. As a 
result, as 1977 drew to a close domestic production (particularly 
in the sensitive building trades and automobile plants) and 
retail sales had dropped substantially. For example, although 
retail sales in the September 1977 quarter were up 11.4%, when 





balanced against price increases of some 14%, sales volume 
actually fell by about 2.5%. The volume of consumption per 
capita is now back to early 1972 levels, down 14% from the 
third quarter 1974 high water mark. Resultant unemployment, 
while small by US standards, reached the highest level since 
World War II, (New Zealand's practice of counting only 
unemployed heads of households understates actual unemployment 
with the true number of jobless probably at least 4% of the 
workforce in US terms rather than the official 2% for 
December 1977) and newspapers were talking of the greatest 
economic crisis since the Depression of the 1930's. 


In this atmosphere it is not surprising that business 
confidence has slumped. Our own survey of leading business 
firms across the country at year's end, yielded a uniformly 
pessimistic note, with anxiety being greatest in the more 
volatile Auckiand area in contrast to the more frequently 
economically depressed areas in the south. A recent public 
opinion poll showed the economy as the number one concern 
(38%) with related areas of unemployment (24%) and industrial 
unrest (10%) close behind. 


That the pronounced late 1977 downturn was disturbing 
to the Government became evident when in October, the Prime 
Minister announced a supplemental budget designed to counteract 
the downward cycle by a series of modest, cautionary 
reflationary moves. Principal measures were a one time only 
extra family benefit of $25 per child, a general cut in 
personal income tax of 5% from February 1978, an increase of 
$16 million in the government works program, a relaxation 
of monetary policy designed to inject more money into 
housing and business and the removal of hire pruchase controls 
on most consumer goods (but not automobiles). A major policy 
speech by the Prime Minister in early January on the state 
of the economy also sought to bolster business confidence and 
gave further signs that the Government will continue to 
ease up on the deflationary brake during the first half of 
1978. Caution will be the byword, however. Too much 
expansion will again put unacceptable pressure on the balance 
of payments and spur the country's already unacceptably high 
double digit inflation rate. Too little however, will maintain 
or increase unemployment, already in an election year 
uncomfortably high for the Government. 


In the external sector the country's traditional 
primary product exports stood up reasonably well but did not 
experience the gains necessary to finance the growing oil bill 
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and cost of invisibles. For 1978 the outlook for primary 
product exports is, however, mixed, 


Prospects for Agricultural Export Earnings 1978 


The lamb slaughter will be up 570,000 head but because 
of light weight, tonnage may be up by only 4,400 metric tonnes, 
Earnings per kilo will be slightly down from 1977 so total 
export receipts will be approximately equal to 1977. Mutton 
production will be up about 500,000 head in 1978 or about 5,000 
metric tonnes reflecting lighter weight averages. Export 
receipts from mutton will be somewhat better than in 1977 
dpending upon what amounts are sold to the USSR. With increased 
production, export earnings should increase by $15 million, 
Production of beef and veal is expected to decrease by about 49,000 
metric tonnes. However, price gains, principally in the United 
States' market, should return $17 million more in export receipts. 
The percentage of total exports going to the United States could 
affect export earnings, as sales to Russia will be at relatively 
low price levels compared to the United States' market. 


Wool production should be up by about 10,000 metric 
tonnes in 1978. Earnings so far this season are lower than in 
1977 and the market appears weak. The Wool Board is supporting 
the market at present and appears to be well on the road to 
acquiring over one quarter million bales. At best export 
earnings are estimated to be about $85 million under 1977 
earnings. 


There has been a sharp drop in dairy production in the 
first half of this year due to drought conditions in parts of 
the country and production could fall 10% below 1977 figures. 
Butter earnings will be about the same as last year; milk 
powder earnings will be up slightly, but cheese earnings will be 
down considerably. Casein export receipts will be off because 
of lower production in 1978. Total dairy product export receipts 
could be down by as much as $50 million. The change in total 
agricultural export receipts in 1978, then, can be summarized as 
follows: 


lamb even 

mutton +$15 million 
beef and veal +$17 million 
wool -$85 million 
dairy -$50 million 


~$103 million 
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Forest Products and Manufactured Goods Sales to Rise But 
Greater Increases Needed 


Export sales of forest products are expected to rise in 
the first half of 1978 continuing the upward trend evidenced in 
1977. Most observers expect similar modest increases in 
earnings from manufactured goods in the coming months (reversing 
the dip in 1977 resulting from a depressed Australian market), 
although probably not at a rate to have an appreciable effect 
on the balance of payments situation. There has been much talk 
in recent months, highlighted by the Prime Minister's trip to 
the United States, about a major drive for manufactured exports 
centered on the US market. To what extent such sales plans 
will become reality, however, is still uncertain. 


Imports Dropping But Remain a Problem 


According to the Government Statistician the 
average monthly import payment figures should ease during the 
first half of 1978. The monthly average, including petroleun, 
should fall from $240 million to $237 million in the December to 
February period and from $261 million to $228 million from 
March to May. The 12 month period from May 1977 to May 1978 
should decrease only by about 1.7% to $2,920 million over actual 
payments of $2,971 million earlier. Petroleum continues to be 
the biggest single item preventing a larger drop in import 
payments, despite the Government's deflationary policies. 


1978 Will Continue a Difficult Year 


In summary, 1978 looks to be much of a repeat of the 
previous 12 months. The rise in the CPI from 14,4% to 15.3% in 
the last quarter of 1977 is unsettling, particularly in light 
of the Government's clear determination for some additional 
reflationary measures in the coming months. Still, chances are 
good that the external deficit, while not improving markedly, 
will be kept in manageable bounds. The coming on stream of the 
offshore Maui gas field next year will diminish the heavy 
foreign exchange development outlay while replacement of 
imported oil by Maui gas will represent something of the order 
of 25% of New Zealand's total energy use. The Prime Minister 
calculates this could mean a net difference in balance of 
payments of as much as $150 million a year. Still, the deficit 
will persist (New Zealand Institute of Economic Research (NZIER) 
forecasts an $890 million gap in 1977/78 and $790 million in 
1978/79.) This can easily be covered through continued overseas 
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borrowing which should be facilitated by the AAA rating 
given New Zealand by Moodys. 


Domestic demand will continue down, however, and 
unemployment may well creep higher. The Government, while 
acknowledging continued hard times ahead, has made it clear 
that it will make every effort to be certain all sectors of 
the economy share the load equally. That this policy finds 
reasonable acceptance by the population was again demonstrated 
at year's end when a clear majority of a public opinion poll 
(54.6%) indicated continued support for the ruling National 
Party despite the Government's belt tightening measures, 


IMPLICATIONS FOR THE UNITED STATES 


Export Opportunties for US Products Exist 


As stated earlier, the volume of imports into New 
Zealand is falling, reflecting the depressed level of economic 
activity. There is little likelihood of a reversal of that 
trend in the short term. However, as a major supplier of 
industrial machinery and components, sophisticated instruments 
and other high-technology labor-saving equipment, the US can be 
expected to remain one of New Zealand's principal trading 
partners. The New Zealand Government's determined efforts to 
strengthen the country's export performance augurs well for 
American suppliers of machinery for both the agricultural and 
the fledgling industrial sectors. Equipment for the rationalization 
of the food industry, including processing and packaging and 
for the fishing industry will be in increasing demand over the 
next few years. Renewed expansion in the forest industries can 
be anticipated around the turn of the decade. Industries based 
on natural gas will be founded or expanded as the Maui gas 
field comes on-stream. 


Government is the largest single business in New Zealand 
by far. Agencies such as the New Zealand Railways, the Post 
Office (which operates the postal, telephone, telegraph and 
telecommunications systems), the Departments of Education and of 
Health and the soon-to-be-formed Ministry of Energy (which will 
operate the national electricity generating system, explore 
for and mine the country's mineral resources etc.) will 
continue to be major consumers of everything from shunting 
engines to turbines to microwave communications systems to 
gauze bandages. Plans are at various stages of development 
for the design and construction of a number of small hydro 
generating stations to supplement the national electricity supply 
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at crucial times and places. Hospital equipment will be 
upgraded on a major scale in the coming years and the telephone 
switching system is being improved slowly but surely, In 
addition it appears likely that a number of small combined- 
cycle power stations will be built in the Auckland area over 
the next several years. Government also has significant 
holdings in several New Zealand corporations including the two 
principal airlines (soon to be merged), one of the major forest 
product firms, the largest bank and others, 


Among the largest growth fields for American exporters 
will be computers and peripheral equipment, business equipment 
and systems and health care equipment. The Department of 
Commerce recently commissioned market research in these three 
areas in New Zealand which showed solid and growing markets for 
these product lines. In an effort to capitalize on the export 
potential for these products, the Department and the Embassy 
are organizing a major industrial exhibition to be called AmTech 78 
to be held in Wellington July 24-28. 


In addition to AmTech other promotion events anticipated 
during the next 18 months in New Zealand will highlight American- 
made textiles and textile products, machine tools, food processing, 
telecommunications and timber processing equipment, commercial 
fishing equipment and auto maintenance and diagnostic equipment. 
Commerce District Offices will have full details on these 
events which will take the form of trade missions, catalog shows, 
video tape presentations and/or exhibitions. 


Exporters Need to Pay Attention to Particular Market Conditions 


The phasing out of British tariff preferences from July 1 
1977 (except for automobiles) places American and other foreign 
suppliers on an equal tariff basis with the UK, long New Zealand's 
number one trading partner. Australia continues to enjoy tariff 
advantages on a wide range of products and Canada benefits from 
preferences on a limited number of items. Other tariff preferences 
are very few and do not apply to products of which the US is a 
major supplier. A completely revised New Zealand tariff will 
take effect from July 1 1978 and in general will provide for lower 
duty rates than the tariff schedule presently in force. 


However, New Zealand's import licensing system and its 
import deposit scheme, both barriers to imports, remain in force. 
The latter affects goods the Government feels are in oversupply 
in New Zealand and requires that the importer deposit with the 
Customs Department one-third of the value of the imported item; 
that money is refunded six months later without interest. 
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The scheme, introduced in 1976, applies to approximately 
5% of New Zealand's imports by value. 


Import licensing has been part of the New Zealand 
scene since 1938. As a general rule, the licensing system 
restricts and sometimes prevents imports of goods when a 
comparable product is being made (or could be made) in New 
Zealand. While licensing applies to less than one third of 
the country's actual imports by value, were it to be removed, 
imports of products now subject to licensing would mushroom. 
One informed guess has it that imports of goods now subject 
to licensing would more than double were licensing abolished 
which suggests that in a theoretical free trade situation, 
more than half of New Zealand's total imports would constitute 
goods now subject to licensing. The Government has made it 
clear, however, that licensing is not about to be abolished 
although high officials have also stated repeatedly that its 
scope will not be significantly expanded. New Zealand intends 
to resolve its external imbalance more by export expansion 
than by severely increased protectionism. In recent years 
the licensing schedule (which is reviewed and republished 
annually) has provided for licenses not to exceed the value 
of those in the previous year; as a result, the volume of 
imports of licenseable products declines as prices rise and 
with inflation at 14.5% in 1977 the decline in volume can be 
severe from one year to the next. 


Detailed information on the import deposit scheme 
and on import licensing are available through the Department 
of Commerce or its District Offices. Firms whose products 
are subject to licensing or prior deposit (including a 
vast range of consumer goods manufacturers) will probably 
have considerable difficulty in exporting their products to 
New Zealand. However, even in such cases US manufacturers 
should give thought to the possibility of licensing their 
products for manufacture in New Zealand in which case licensing 
and the deposit scheme do not apply. Because of the special 
free trade agreement with Australia, New Zealand manufacturers 
often enjoy a significant tariff advantage in Australia and 
can manufacture for and market in both markets. 


New Zealand welcomes foreign investments which will 
serve the country's national economic interests. Especially 
welcome are manufacturing investments involving local 
partners which will introduce new technologies into the country 
and generate new export revenues. Investments involving 25% 
or more overseas equity are subject to prior evaluation by 
the Government. 
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With economic activity reduced and short term 
prospects not ebullient, there is increasing competition 
among sellers in New Zealand. American firms active in 
this market, or interested in breaking into it, would be 
well advised to ensure that they have competent local 
representatives and that they provide full support to their 
branch, agent, licensing or joint venture partner. Generally 
US products enjoy an excellent reputation for quality, 
versatility and reliability but without competitive price 
and delivery terms and competent, fast backup service, sales 
are easily lost. New Zealand is not a large market but it 
can be a good one for the right supplier who takes it 
seriously. In many product lines it can be the avenue into 
the larger Australian market through licensing. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. De ' 


partment of Commerce, Washington, D.C. 20230. 








Printing and publishing 
developments were 
easy to follow. 
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But today, you need 


PRINTING AND 
PUBLISHING 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 (]_ Remittance Enclosed 
at $3.00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 
within the United States or its possessions. to Superintendent of 
Send Subscription to: Documents) 


Charge to my Deposit 
Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 











